FRIDAY,  JANUARY  14,  1972 
WASHINGTON,  D.C. 

Volume  37  ■  Number  9 

PART  II 


PRICE 

COMMISSION 


PRICE  STABILIZATION 


Public  Utilities  and  Public 
Benefit  Corporations 


No.  9— Pt.  II - 1 


652 

Title  6— ECONOMIC 
STABILIZATION 

Chapter  III — Price  Commission 
PART  300— PRICE  STABILIZATION 

Public  Utilities  and  Public  Benefit 
Corporations 

The  purpose  of  this  amendment  is  to 
revise  §  300.16  Public  utilities  and 
amend  §  300.51  Prenotification  firms. 
The  revision  of  §  300.16  provides  a  de¬ 
tailed  set  of  rules  for  the  granting  of 
price  increases  to  public  utilities.  The 
amendment  to  §  300.51  requires  public 
benefit  corporations  charged  by  law  or 
contract  with  the  responsibility  of  oper¬ 
ating  a  mass  transportation  facility  (the 
fares  of  which  are  not  otherwise  regu¬ 
lated)  to  obtain  Price  Commission  ap¬ 
proval  before  Increasing  any  fare.  That 
amendment  reflects  the  requirements  of 
section  215  of  the  Economic  Stabilization 
Act  of  1970,  as  added  by  the  Economic 
Stabilization  Act  Amendments  of  1971 
(Public  Law  92-210). 

The  revised  §  300.16  is  intended  to 
cover  the  broad  spectrum  of  persons  pro¬ 
viding  utility  services,  whether  or  not 
under  regulatory  agency  jurisdiction,  and 
whether  or  not  the  particular  utility 
service  being  furnished  is  subject  to 
regulatory  agency  jurisdiction. 

For  regulated  public  utilities,  during 
the  first  90  days  of  the  effectiveness  of 
the  revised  section,  its  reporting  require¬ 
ments  will  apply  only  to  prenotification 
firms  and  to  price  increases  that  would 
increase  a  utility’s  aggregate  annual  rev¬ 
enues  by  more  than  1  percent. 

Regulatory  agencies  are  being  re¬ 
quested  to  submit,  during  that  90 -day 
period,  proposals  describing  the  kinds  of 
rate  increases  subject  to  their  jurisdic¬ 
tion  that  they  consider  should  not  be 
required  to  be  reported  because  their  in¬ 
flationary  impact  would  not  be  signifi¬ 
cant.  Any  such  proposal  approved  by  the 
Price  Commission  would  apply  the  re¬ 
porting  requirements  of  the  revised  sec¬ 
tion  only  to  the  price  increases  not  ex¬ 
empted  under  that  proposal.  In  any  case 
in  which  such  a  proposal  is  not  submitted 
or  is  not  approved  by  the  Price  Commis¬ 
sion,  each  prenotiflcation  firm  would  be 
required  to  report  all  of  its  proposed  rate 
increases. 

For  unregulated  public  utilities,  the 
reporting  requirements  will  apply  to  each 
price  increase  by  a  prenotification  firm 
which,  when  cumulated  with  previous 
price  increases  which  that  public  utility 
has  made  (or  has  applications  pending) 
during  that  public  utility’s  current  fiscal 
year,  would  increase  its  aggregate  annual 
revenues  by  more  than  2*4  percent. 

The  general  rule  provided  by  the  re¬ 
vised  section  is  that  a  public  utility  may 
charge  a  price  in  excess  of  a  final  price 
(that  is,  a  price  which  is  not  in  effect 
subject  to  accounting  and  refund)  only 
if  within  the  appropriate  period  specified 
in  this  section  for  review  by  the  Price 
Commission,  the  Commission  does  not 
make  a  negative  finding  on  any  of  the 
following:  the  increase  is  cost-based  and 
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does  not  reflect  future  inflationary  ex¬ 
pectations  ;  is  needed  to  assure  continued, 
adequate,  and  safe  service,  or  to  provide 
for  necessary  expansion;  will  achieve  the 
minimum  rate  of  return  or  profit  margin 
needed  to  attract  capital  at  reasonable 
rates  and  not  impair  the  credit  of  the 
public  utility;  has  been  certified  as  re¬ 
quired;  and  is,  in  the  opinion  of  the  Price 
Commission,  consistent  with  its  goals. 

Each  regulatory  agency  will  be  required 
to  certify,  with  respect  to  each  rate  in¬ 
crease  it  approves,  the  former  price,  the 
new  price,  and  percentage  of  the  in¬ 
crease;  the  dollar  amount  of  the  in¬ 
crease;  the  amount  by  which  the  public 
utility’s  profit  margin  or  rate  of  return 
as  a  percentage  of  sales  will  be  increased ; 
that  in  its  proceedings  sufficient  evi¬ 
dence  was  taken  to  determine  whether 
the  requirements  stated  in  the  preceding 
paragraph  (except  the  last  one)  are  or 
are  not  met;  and  that  the  price  increase 
does  or  does  not  meet  these  requirements. 

Provision  is  made  for  self-certification 
by  a  utility  in  cases  where  a  regulatory 
agency  has  not  approved  a  requested  in¬ 
crease  by  the  time  a  report  is  required 
under  the  revised  section,  or  because  the 
utility  is  not  subject  to  the  jurisdiction 
of  a  regulatory  agency.  Provision  is  also 
made  for  interim  reports  on  increases 
that  may  go  into  effect  subject  to  ac¬ 
counting  and  refund. 

Each  public  utility  subject  to  the  re¬ 
porting  requirements  of  the  revised  sec¬ 
tion  will  be  required  to  report  each  in¬ 
crease  approved  by  a  regulatory  agency  to 
the  Price  Commission,  with  a  copy  of  the 
regulatory  agency  order  and  certification. 
The  Price  Commission  will  have  10  days 
after  receiving  the  report  to  act  upon  it, 
or  take  no  action. 

With  respect  to  any  price  increase  by 
any  public  utility  the  Price  Commission 
reserves  the  right,  within  the  time  limits 
set  forth  in  the  revised  section,  to  require 
the  public  utility  to  furnish  further  in¬ 
formation,  delay  the  increase,  suspend 
all  or  part  of  the  increase,  or  limit,  re¬ 
fuse,  rescind,  reduce,  or  modify  the  in¬ 
crease.  For  public  utilities  that  are  not 
prenotiflcation  or  reporting  firms,  the 
Price  Commission  would  have  to  exercise 
those  rights  within  10  days  after  a  price 
increase  has  been  approved  by  a  regula¬ 
tory  agency  or  10  days  after  it  has  gone 
into  effect,  whichever  is  earlier. 

Because  the  purpose  of  this  amend¬ 
ment  is  to  provide  immediate  guid¬ 
ance  and  information  as  to  the  price 
stabilization  rules  in  effect  for  public  util¬ 
ities,  it  is  hereby  found  that  notice  and 
public  procedure  thereon  is  impracticable 
and  that  good  cause  exists  for  making  it 
effective  less  than  30  days  after  publi¬ 
cation. 

(Economic  Stabilization  Act  of  1970,  as 
amended.  Public  Law  91-379,  84  Stat.  799; 
Public  Law  91-558,  84  Stat.  1468;  Public 
Law  92-8,  85  Stat.  13:  Public  Law  92-15,  85 
Stat.  38;  Economic  Stabilization  Act  Amend¬ 
ments  of  1971,  Public  Law  92-210;  Executive 
Order  No.  11627,  36  F.R.  20139,  Oct.  16,  1971; 
Cost  of  Living  Council  Order  No.  4,  36  F.R. 
20202,  Oct.  16,  1971) 

In  consideration  of  the  foregoing,  Part 
300  of  Title  6  of  the  Code  of  Federal 


Regulations  is  amended  as  set  forth  be¬ 
low,  effective  January  17,  1972. 

Issued  in  Washington,  D.C.,  on  Janu¬ 
ary  12, 1972. 

C.  Jackson  Grayson,  Jr., 
Chairman,  Price  Commission. 

1.  Section  300.16  is  revised  to  read  as 
follows: 

§300.16  Public  utilities. 

(a)  Definitions.  The  following  defini¬ 
tions  apply  in  this  section: 

“Public  utility”  means  a  person  that 
furnishes  utility  services  to  the  public  or 
a  recognized  segment  of  the  public 
including — 

(1)  A  person  that  furnishes  utility 
services  subject  to  the  jurisdiction  of  a 
regulatory  agency,  including  those  utility 
service  operations  of  the  person  that  are 
not  subject  to  the  jurisdiction  of  a  regula¬ 
tory  agency; 

(2)  A  government  agency  or  instru¬ 
mentality  that  furnishes  utility  services 
that  would  be  subject  to  the  jurisdiction 
of  a  regulatory  agency  if  furnished  by  a 
person  other  than  a  government  agency 
or  instrumentality;  and 

(3)  A  cooperative  that  furnishes  utility 
services. 

“Regulatory  agency”  means  any  com¬ 
mission,  board,  or  other  legal  body  that 
has  jurisdiction  to  order  increases  or  re¬ 
ductions,  or  both,  of  the  prices  charged 
by  a  public  utility. 

“Utility  service”  means  any  commodity 
or  service  affected  with  a  public  interest, 
including  gas,  electricity,  telephone,  tele¬ 
graph,  public  transportation  by  vehicle  or 
pipeline,  water,  and  sewage  disposal,  but 
not  including  water  or  sewage  disposal 
services  furnished  by  a  government 
agency  or  instrumentality. 

(b)  Scope  of  reporting  requirements — 
(1)  Regulated  public  utilities.  Before 
April  18, 1972,  the  reporting  requirements 
of  this  section  apply  to  each  price  in¬ 
crease  by  a  regulated  public  utility  that 
is  a  prenotification  firm  which  would 
increase  that  public  utility’s  aggregate 
annual  revenues  by  more  than  1  percent. 
However,  if  a  regulatory  agency  fur¬ 
nishes  to  the  Price  Commission — 

(1)  A  proposal  describing  the  types  of 
price  increases  subject  to  its  jurisdiction 
which  it  believes  should  not  be  reported 
under  this  section  because  their  inflation¬ 
ary  impact  would  not  be  significant;  and 

(ii)  A  statement  of  its  reasons  with 
respect  to  each  type;  and  the  Price  Com¬ 
mission  approves  the  proposal  as  sub¬ 
mitted  or  as  modified  by  it,  then  there¬ 
after  the  reporting  requirements  of  this 
section  will  apply  only  to  price  increases 
which  are  not  exempted  under  the  pro¬ 
posal.  In  any  case  in  which  a  proposal 
or  modification  thereof  has  not  been  ap¬ 
proved  by  the  Price  Commission,  each 
price  increase  or  proposed  price  increase 
by  a  public  utility  that  is  a  prenotiflcation 
firm  which  occurs  after  April  18,  1972, 
shall  be  reported  to  the  Price  Commis¬ 
sion  as  provided  in  paragraphs  (c) 
through  (1)  of  this  section. 

(2)  Unregulated  public  utilities.  The 
reporting  requirements  of  this  section 
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apply  to  each  price  increase  by  an  un¬ 
regulated  public  utility  that  is  a  pre- 
notification  firm  which,  when  cumulated 
with  previous  price  increases  which  the 
public  utility  has  made  (including  those 
for  which  it  has  applications  pending) 
during  its  current  fiscal  year,  would  in¬ 
crease  its  aggregate  annual  revenues  by 
more  than  2»/2  percent. 

(c)  Price  increases  to  which  reporting 
and  certification  requirements  do  not 
apply.  The  reporting  and  certification  re¬ 
quirements  of  this  section  do  not  apply 
to  any  price  increase  resulting  from  the 
pass-through  of  specific  allowable  costs, 
including  taxes  (except  income  taxes) 
and  fuel  costs,  but  not  including  labor 
costs,  if  the  increase  is  not  objected  to 
by  the  appropriate  regulatory  agency  and 
is  authorized  by  statute,  regulation,  or 
order  of  the  appropriate  regulatory 
agency,  or  by  an  approved  tariff  pro¬ 
vision. 

(d)  General.  A  public  utility  may 
charge  a  price  in  excess  of  a  final  price 
(a  price  which  is  not  subject  to  account¬ 
ing  and  refund)  in  effect  on  January  16, 
1972,  only  if,  within  the  appropriate  pe¬ 
riod  specified  in  this  section  for  review 
by  the  Price  Commission,  the  Commis¬ 
sion  does  not  make  a  negative  finding  on 
any  of  the  following: 

(1)  The  increase  is  cost-based  and 
does  not,  unless  specifically  provided 
otherwise  by  the  Price  Commission,  re¬ 
flect  future  inflationary  expectations; 

(2)  The  increase  is  the  minimum  re¬ 
quired  to  assure  continued,  adequate, 
and  safe  service  or  to  provide  for  neces¬ 
sary  expansion  to  meet  future  require¬ 
ments; 

(3)  The  increase  will  achieve  the 
minimum  rate  of  return  or  profit  mar¬ 
gin  needed  to  attract  capital  at  reason¬ 
able  costs  and  not  to  impair  the  credit 
of  the  public  utility; 

(4)  The  public  utility  has  obtained  a 
certificate  in  accordance  with  paragraph 

(e)  of  this  section,  or,  in  a  case  to  which 
paragraph  (f)  of  this  section  applies,  it 
has  self -certified  as  required  by  that 
paragraph;  and 

(5)  In  the  opinion  of  the  Price  Com¬ 
mission,  the  increase  is  consistent  with 
the  Commission’s  overall  goal  of  hold¬ 
ing  average  price  increases  across  the 
economy  to  a  rate  of  not  more  than  2y2 
percent  a  year. 

(e)  Regulatory  agency  certification. 
With  respect  to  each  price  increase  it 
approves,  each  regulatory  agency  shall 
certify  in  the  order  granting  the  increase 
or  in  a  separate  document  the  following; 

(1)  The  former  price,  the  new  price, 
and  the  percentage  increase; 

(2)  The  dollar  amount  of  increased 
revenue  which  the  increase  is  expected 
to  provide; 

(3)  The  amount  by  which  the  increase 
will  increase  the  utility’s  profits  as  a  per¬ 
centage  of  its  total  sales; 

(4)  The  amount  by  which  the  increase 
will  increase  the  utility’s  overall  rate  of 
return  on  capital: 

(5)  That  sufficient  evidence  was  taken 
in  the  course  of  its  proceedings  to  deter¬ 
mine  whether  the  criteria  set  forth  in 
paragraph  (d)(1)  through  (4)  of  this 


section  are  or  are  not  met  by  the  price 
increase;  and 

(6)  That  the  price  increase  does  or 
does  not  meet  those  criteria  or  meets 
them  only  to  a  particular  extent,  with  a 
statement  of  reasons  why  the  price  in¬ 
crease  does  or  does  not  meet  the  criteria 
or  meets  them  only  to  a  particular 
extent. 

(f)  Self-certification.  Whenever  a 
public  utility  cannot  obtain  a  certifica¬ 
tion  in  accordance  with  paragraph  (e) 
of  this  section  because  the  public  utility 
is  not  subject  to  the  jurisdiction  of  a 
regulatory  agency  or  for  any  other  rea¬ 
son  not  in  conflict  with  this  section,  the 
public  utility  may  put  the  increase  into 
effect  only  after  its  chief  executive  offi¬ 
cer,  under  penalty  of  perjury,  certifies 
to  the  following : 

(1)  Why  certification  under  para¬ 
graph  (e)  of  this  section  was  not  ob¬ 
tained. 

(2)  A  statement,  with  full  explana¬ 
tion,  that  paragraph  (d)(1)  through 

(3)  of  this  section  has  been  complied 
with. 

Each  public  utility  that  makes  a  cer¬ 
tification  under  this  paragraph  must 
keep  the  certification  available  for  in¬ 
spection  upon  the  reasonable  request  of 
any  person. 

(g)  Rate  bureaus  and  conferences. 
Whenever  a  price  increase  is  proposed  by 
a  ratemaking  association  (rate-bureau, 
conference,  or  similar  organization)  au¬ 
thorized  by  law  to  act  on  behalf  of  its 
members,  the  regulatory  agency  or  as¬ 
sociation  may  base  its  certification  that 
the  proposed  increase  conforms  to  para¬ 
graph  (d)(1)  through  (3)  of  this  sec¬ 
tion  upon  cost  or  other  data  compiled  on 
the  basis  of  association  or  industry  aver¬ 
ages.  However,  in  such  a  case,  the  Price 
Commission  may  also  require  any  public 
utility  member  of  the  association  to  sub¬ 
mit  any  information  that  the  Price 
Commission  considers  relevant. 

(h)  Regulated  public  utilities — report 
a  request  for  price  increase.  Within  5 
days  after  filing  a  request  for  a  price  in¬ 
crease  with  a  regulatory  agency,  each 
regulated  public  utility  to  which  the  re¬ 
porting  requirements  of  this  section  ap¬ 
ply  shall  report  that  request  to  the  Price 
Commission,  on  a  form  prescribed  by 
the  Commission. 

(i)  Regulated  public  utilities — interim 
report  on  increases  put  into  effect  sub¬ 
ject  to  accounting  and  refund.  (1)  At 
least  15  days  before  the  effective  date  of 
a  price  increase  allowed  to  go  into  effect 
by  a  regulatory  agency  subject  to  ac¬ 
counting  and  refund  or  by  operation  of 
law,  each  regulated  public  utility  to 
which  the  reporting  requirements  of  this 
section  apply  shall  make  an  interim  re¬ 
port  on  the  increase  to  the  Price  Com¬ 
mission,  on  a  form  prescribed  by  the 
Commission.  The  report  shall  include  a 
certification  as  required  by  paragraph 
(f )  of  this  section.  The  Commission  may 
take  any  action  provided  in  paragraph 

(1)  of  this  section  until  the  expiration  of 
10  days  after  receiving  the  report  re¬ 
quired  by  paragraph  (j)  of  this  section. 

(2)  However,  a  public  utility  is  not  re¬ 
quired  to  comply  with  subparagraph  (1) 


of  this  paragraph  if  the  regulatory 
agency  has  furnished  a  certification  in 
the  form  required  by  paragraph  (e)  of 
this  section,  except  for  subparagraph 
(5)  thereof.  The  regulatory  agency  shall 
furnish  such  a  certification  unless  it  in¬ 
forms  the  Price  Commission  that,  with 
respect  to  the  particular  price  increase, 
or  a  class  of  price  increases  that  includes 
the  particular  price  increase,  the  fur¬ 
nishing  of  such  a  certification  is  not 
feasible  because  the  agency  does  not  have 
sufficient  information,  or  for  other  rea¬ 
sons  satisfactory  to  the  Price  Commis¬ 
sion. 

(3)  Notwithstanding  any  other  provi¬ 
sion  of  this  section,  no  price  of  the  kind 
covered  by  this  paragraph  (i)  may  be  in¬ 
creased  before  the  end  of  the  maximum 
suspension  period  permitted  by  law  un¬ 
less  the  regulatory  agency  has  certified 
to  the  Price  Commission  that  there  is 
good  cause  for  an  earlier  effective  date, 
together  with  its  reasons  therefor,  and 
the  Price  Commission  has  approved  that 
certification. 

(j)  Regulated  public  utilities — report 
of  approved  increases.  Within  5  days  af¬ 
ter  receiving  final  regulatory  agency  ap¬ 
proval  of  a  price  increase,  each  public 
utility  to  which  the  reporting  require¬ 
ments  of  this  section  apply  shall  report 
the  approved  increase  to  the  Price  Com¬ 
mission  on  a  form  prescribed  by  the 
Commission,  with  a  copy  of  the  certifica¬ 
tion  required  by  paragraph  (e)  of  this 
section  and  a  copy  of  the  agency  order 
approving  the  increase.  During  the  10- 
day  period  following  its  receipt  of  the  re¬ 
port  the  Price  Commission  may  take  any 
action  provided  by  paragraph  (1)  of  this 
section. 

(k)  Public  utilities  ( regulated  or  un¬ 
regulated) — reports  of  other  increases. 
Each  public  utility  to  which  the  report¬ 
ing  requirements  of  this  section  apply 
shall,  whenever  it  proposes  to  place  a 
price  increase  in  effect  which  is  not  sub¬ 
ject  to  paragraphs  (h),  (i),  or  (j)  of  this 
section,  report  that  increase  to  the  Price 
Commission,  on  a  form  prescribed  by  the 
Commission,  at  least  30  days  before  the 
effective  date  of  the  increase,  with  a  copy 
of  the  appropriate  certificate  required  by 
this  section.  At  any  time  within  10  days 
after  receiving  the  report,  the  Price 
Commission  may  take  any  action  pro¬ 
vided  in  paragraph  (1)  of  this  section,  or 
it  may  take  no  action,  in  which  case  the 
increase  may  go  into  or  remain  in  effect 
at  the  end  of  that  10-day  period. 

(l)  Price  Commission  actions.  With 
respect  to  any  price  increase  by  any  pub¬ 
lic  utility  and  within  any  time  limits 
specified  in  this  section,  the  Price 
Commission  may — 

(1)  Require  the  public  utility  to  fur¬ 
nish  additional  information  regarding 
the  increase; 

(2)  Delay  the  effective  date  of  the  in¬ 
crease  pending  further  Commission  ac¬ 
tion,  but  not  longer  than  10  days  after 
the  receipt  of  any  information  required 
under  subparagraph  (1)  of  this  para¬ 
graph; 

(3)  Suspend  all  or  part  of  the  in¬ 
crease,  pending  further  action  by  the 
Price  Commission  or  by  the  regulatory 
agency;  or 
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(4)  Limit,  refuse,  rescind,  reduce,  or 
modify  the  increase. 

(m)  Requirements  for  public  utilities 
which  are  not  required  to  report  under 
this  section.  In  the  case  of  a  price  in¬ 
crease  proposed  or  put  into  effect  by  a 
public  utility  other  than  a  firm  required 
to  report  under  this  section,  the  Price 
Commission  shall  exercise  its  rights  un¬ 
der  this  paragraph  within  10  days  after 
the  public  utility  has  received  final  ap¬ 
proval  from  the  regulatory  agency  for 
the  price  increase  or  within  10  days  after 
the  price  increase  has  been  placed  in  ef¬ 
fect,  whichever  is  earlier.  However,  if 
within  the  applicable  10-day  period  the 
Price  Commission  notifies  the  public 
utility  that  it  needs  additional  informa¬ 
tion  concerning  the  increase,  these  pe¬ 
riods  are  extended  until  10  days  after  the 
additional  information  is  received. 

(n)  State  and  locally  owned  public 
utilities — full  recovery  of  costs.  Nothing 
in  this  section  may  be  construed  to  pre¬ 
vent  a  public  utility  owned  by  a  State  or 
local  government,  or  an  agency  or  in¬ 


strumentality  thereof,  from  recovering 
the  full  costs  of  furnishing  the  utility 
service  concerned. 

(o)  Proposals  submitted  to  the  Price 
Commission.  Any  regulatory  agency  may 
submit  to  the  Price  Commission  written 
proposals  for  changes,  deletions,  and  ad¬ 
ditions  to  this  section.  The  submission 
shall  contain  the  following: 

(1)  A  statement  of  the  problems  ex¬ 
perienced  by  it  under  this  section. 

(2)  Its  reasons  why  this  section  needs 
to  be  changed. 

(3)  A  draft  of  alternate  regulations 
designed  to  relieve  the  problem  but  to 
preserve  the  intended  effect  of  this 
section. 

2.  Section  300.51  is  amended  by  revis¬ 
ing  paragraph  (j)  and  by  adding  a  new 
paragraph  (k)  to  read  as  follows: 

§  300.51  Prcnotificalion  firms. 

•  •  •  •  • 

(j)  Persons  to  whom  section  does  not 
apply.  This  section  does  not  apply  to  the 
following: 


(1)  Public  utilities  covered  by  §  300.16. 

(2)  Providers  of  health  services  cov¬ 
ered  by  $9  300.18  and  300.19. 

(3)  Insurers  covered  by  5  300.20. 

(k)  Public  benefit  corporations.  For 
the  purposes  of  this  part,  each  public 
benefit  corporation  (within  the  meaning 
of  section  215  of  the  Economic  Stabiliza¬ 
tion  Act  Amendments  of  1971  (Public 
Law  92-210)),  charged  by  law  or  con¬ 
tract  with  the  responsibility  to  operate  a 
mass  transportation  facility  or  facilities, 
the  fares  of  which  are  not  otherwise  reg¬ 
ulated,  shall  be  treated  as  if  it  were  a 
prenotification  firm  subject  to  this 
section. 

3.  Paragraph  (c)  of  §  300.52  is  revised 
to  read  as  follows: 

§  300.52  Reporting  firms. 

•  *  •  •  * 

(c)  Persons  to  whom  section  does  not 
apply.  This  section  does  not  apply  to 
public  utilities  covered  by  §  300.16  or  in¬ 
surers  covered  by  §  300.20. 
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